DEC 19 2017

W-16]

UNDERGROUND INJECTION CONTROL

INSPECTION REPORT
Purpose: Permit Compliance Evaluation
Owner/
Operator: Arbor Operating, LLC
« Purchased from West Bay Exploration Company on January 9, 2015
Permittee: Arbor Operating, LLC of Traverse City, Michigan
« Transferred on February 23, 2016
Facility: TEL #B2-25 SWD
EPA #: MI-101-2D-C030
MDEQ #: MIS-47875
Date(s) of
Inspection: September 24, 2015
EPA Tim Elkins, Enforcement Officer, (312) 886-0263;

Representative(s): Jeffrey Wawczak, Enforcement Officer, (312) 886-1988

State
Representative(s): None

Facility

Representative(s): James N. Eichstadt, Manager, Arbor Operating, LLC
Report

Prepared by: Tim Elkins, Enforcement Officer

Inspector %WM)W
Signatures: ez, . l [/[ ?/J?




BACKGROUND

The purpose of this report is to document EPA’s evaluation of Arbor Operating, LLC for
compliance with the EPA permitted conditions and the Underground Injection Control (UIC)
provisions of the Safe Drinking Water Act (SDWA) at one of its injection well facility in Michigan.
Arbor Operating, LLC (or “Arbor Operating” or “the Company”) owns and operates the TEL #B2-
25 SWD (EPA # MI-101-2D-C030) disposal well in Manistee County, Michigan. Arbor Operating
both purchased the TEL #B2-25 SWD well from West Bay Exploration Company, and submitted an
“Application to Transfer Permit” to EPA on January @, 2015. At the time of EPA’s inspection, the
well was owned and operated by Arbor Operating. EPA transferred the permit from West Bay
Exploration Company to Arbor Operating on February 25, 2016 after Arbor Operating established a
new financial responsibility mechanism to piug and abandon the well.

EPA’s authority to enter and inspect Arbor Operating’s premises is expressed in Part I (E)(7)
Inspection and Entry of the EPA permit referenced above. The underground injection of Class IT
fluids (e.g. produced brine or saltwater) is a process regulated by EPA in Michigan.

The EPA permit referenced above authorizes the Company to operate its injection well for
commercial disposal of fluids related to the production of oil and gas and oilfield-contaminated
groundwater as approved by EPA. Presently there are 270 approved sources of oil field brine
permitted for disposed into the TEL #B2-25 SWD. Approved sources are identified by field name,
specific location (i.e. “township, range, and section™ or “Rectangular Survey System™ location), and
formation name, in Part I1T (D) List of Presently Approved Sources of the permit. No fluids other
than those from sources identified in Part Il (D) and approved by the Director shall be injected.

EPA last witnessed mechanical integrity tests (MITs) of the injection well conducted by the
Company in October 2014.

The permit limits injection into the Dundee Formations at a maximum injection pressure of 434
pounds per square inch gauge (psig) at the surface. Monitoring and reporting requirements for the
well are detailed in Part I (B)(2)(a) - (d), Part II (B)(3)(a) — (d), and Part 1l (A) of the permit.

In accordance with Part I (E}2) of the EPA permit, any person who operates the well in violation of
penmit conditions is subject to civil penalties, fines, and other enforcement actions under SDWA
and may be subject to such actions under the Resources Conservation and Recovery Act. Any
person who willfully violates a permit condition 1s subject to criminal prosecution.

SITE INSPECTION

Entrance and Briefing

On September 24, 2015, EPA Inspectors Tim Elkins and Jeffrey Wawczak, arrived at Arbor
Operating’s TEL #B2-25 SWD facility at 1:16 pm (“Eastern Daylight Time” or “EDT”). EPA
Inspectors met with James Eichstadt, of Arbor Operating, I.LLLC. Mr. Elkins explained that the
purpose of the inspection was to make observations and evaluate compliance with the facility’s
EPA regulated operations. Mr. Elkins and Mr. Wawczak presented EPA Inspector Credentials, and
served a notice of inspection (Attachment A). Mr. Eichstadt signed the notice of inspection as the
“Facility Representative™ and Mr. Elkins signed as the EPA “Inspector.”

Mr. Elkins discussed safety requirements during the inspection, and Mr. Eichstadt indicated that no
additional safety measures were required by the Company. Mr. Elkins also explained EPA’s “Small



Business” definition, and provided the U.S. EPA Small Business Resource Information Sheet’ to
ensure awareness of the Small Business Regulatory Enforcement Faimess Act (SBREFA) and the
Agency’s Small Business Compliance Policy.

Process Description

Arbor Operating currently owns and operates approximately 27 active oil production wells, 19
active natural gas production wells?®, and five saltwater or brine disposal wells. Salt water and fluids
generated during the production of o1l (1.e. oil field brines) are piped or trucked from Arbor
Operating’s production wells, to its tank battery, and then to the TEL #B2-25 SWD injection well
for disposal.

Areas Inspected

The TEL #B2-25 SWD facility is located on the north side of Tannerville Road, east of Elm Road,
in Manistee County. The well is located at the end of a gravel access road. approximately 900 feet
from the main road. The surrounding tand is primarily forest and agricultural lands. No sign of
spills or leaks were observed at the wellhead or on the gravel well pad while onsite.

At the time of EPA’s inspection, Arbor Operating was not accepting brine on a commercial basis.
Mr. Eichstadt stated injection fluid was mostly transported via underground steel piping to the
injection well from the Company’s nearby wells. The Company’s Weller 11-25 oil production weil
(MDEQ #44166) is downhill and approximately 530 feet due north of the TEL #B2-25 SWD. A
small direct drive pump is used to move waste fluids from the separator, up gradient to the TEL
#132-25 SWD for disposal. EPA observed 62 psig on the pump while the well was injecting.

Gauges were present on the tubing and annulus of the TEL #B2-25 SWD. Mr. Eichstadt stated
injection and annulus pressures are measured from the mechanical gauges on a daily basis.

Mr. Eichstadt indicated the facility is equipped with a high pressure shut down and Murphy
Pressure Swichgage to prevent spills and over pressurization of the well. The annulus appeared
closed and sealed. Mr. Eichstadt stated Bryan Klump, Operations Manager for Arbor Operating.
records the loss or addition of annulus fluid on a quarterly basis. All records are maintained in the
Company’s Traverse City office.

The TEL #B2-25 SWD facility includes a large battery containing eight 400 bbl. oil and water
storage tanks within a lined secondary containment area. A 210 bbl. tank and a decommissioned
100 bbl. blow down tank were also onsite. Mr. Eichstadt specified that the facility’s tanks had all
recently been cleaned out and “de-sludged™; and all waste was haul by Northern A-1 for disposal
offsite.

Exit Briefing :

At the completion of the inspection, Mr. Elkins stated that an inspection report would be mailed to
the Company upon completion of EPA’s evaluation and records review. Although the Company
wasn’t currently accepting flutds on a commercial basis (from production wells not owned or
operated by Arbor Operating), Mr. Elkins reminded Mr. Eichstadt to ensure that the Company
requests EPA approval of all new sources not presently listed in Part [II (D) of the TEL #B2-25
SWD permit. Mr. Elkins thanked Mr. Eichstadt for his time and encouraged him to contact EPA if

VEPA Site: U.S. EPA Small Business Resources Information Sheet (https://www.epa.gov/sites/production/files/2017-
06/documents/smallbusinessinfo.pdf)

* MDEQ Site: Michigan Oil, Gas, and Mineral Division Data Portal (http://www.deq.state.mi.us/dataminer)
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he had any questions. EPA staff cleared the site at 4:05 pm EDT.

Post Inspection Document Review

After the inspection Mr. Elkins reviewed all monthly and quarterly reports submitted by Arbor
Operating, LLC for the TEL #B2-25 SWD (EPA # MI-101-2D-C030} disposal well in 2016 and
2017.

EPA found that all monthly monitoring reports submitted for the well by the Company in 2016 and
2017 consistently reported injection pressure as "VAC" (i.e. vacuum). Reporting requirements
detailed in Part IT (B)(3)(a) Monthiy Reports of the permit state that monthly reports shall include
the “weekly measurements™ of injection pressure, annuius pressure, flow rate, and cumulative
volume as required in Parts 11 (B)(2)(d) and IIT (A} of the permit. Wells injecting on a vacuum can
report measurements in either “Hg (inches of Mercury) or negative psig.

Every monthly report submitted by the Company for the years listed above consistently reported
annulus pressure as exactly "0" in every report for the TEL #B2-25 SWD.

The January - April 2017 monthly reports submitted by the Company did not check the “No” or
“Yes” box on the report regarding if “there have been any changes in characieristic or source fluids
that are being injected?”

The guarterly annulus fluid loss submission for the well in March 2017 reported nine gallons of
fluid lost. Excessive fluid loss can indicate possibly leaks in the tubing, casing, or packer.

In accordance with Part I (B)(3)(b) Quarterly Reports, brine manifests and any comparable non-
brine records shall be submitted quarterly and must be either a copy of the State Report for
commercial haulers or the permittee’s records of deliveries by various haulers. Arbor Operating has
not submitted any quarterly brine manifest reports since acquiring TEL #B2-25 SWD. At the time
of the inspection, the Company was not accepting fluids from other companies.

Part 11 (B)(3)(b) Quarterly Reports (iii) and Part IIT (A) of the TEL #B2-25 SWD permit require a
quarterly chemical composition analysis (i.e. brine analysis) of injected fluid. EPA received one
brine analysis for the TEL #B2-25 SWI in 2016, and no brine analyses for the weli in 2017.

SUMMARY

Weekly, monthly, and quarterly reporting requirements are outlined in the permit, including
“weekly measurements” of injection pressure, annulus pressure, flow rate, and cumulative volume;
and quarterly injection fluid analyses and brine manifest reports. To ensure the well is operated in
accordance with federal requirements at all times, Arbor Operating, LL.C should review. and must
follow, all conditions outlined in its EPA permits.

In accordance with Part I (EX9)(g) Other Information, if or when the permittee becomes aware that
he or she failed to submit any relevant facts or submitted incorrect information in any report to the
Director, the permittee shall promptly submit such facts or corrected information. Part I (E)9)(f)
Other Noncompliance requires that the permittee shall report all other instances of noncompliance.
The reports shall contain the information listed in Part [ (E)(9)e)(ii) of the permit.

ATTACHMENTS

A) Notice of Inspection
B) U.S. EPA Small Business Resources Information Sheet



Attachment A




UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
REGION 5
77 WEST JACKSON BOULEVARD
CHICAGQ, IL 806804-3550

REPLY TO THE ATTENTION OF:

WU-16]

NOTICE OF INSPECTION

Unoerground !njectnon Control Procram

Date: Q/'D{Z(?ﬁ | Time: UL‘ Aw@. Pve
Facility to be lnspected ' | :

Mi-10{-7D - Co30 'TEL_ 4B82-25 SWb

Company Name & Address:
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Notice of Inspection is hereby given according o
Section 1445(b) of the Safe Drinking Water Act
(42 U.S.C § 300 (f) et seq.)*

Reason for Inspaction:

For the purpese of inspecting records, files, papers, processes, controls and facilities, and /or obtaining samples
to determine whether the person subject to an applicable underground mjection control program has acted or is
acting n compliance with the Safe Drinking Water (SDWA) and any applicable permit or rule

*Sections 1445(bj(1) and (¢} of the SDWA (42 TU.5.C § 300 j-4(b)) are quoted on the back of this notice

Received by Inspector.
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Text of section 1445(k) (1} and {¢) of the Safe Dmnking Water Act:

Ill!IIlll‘.lllllfll'lllllllllllll!lllll'.Illl.lll‘l.II-llllilIlIllllIlIlllIlllIl!lll

(b)}(1) Except as provided in paragraph (2), the Administrator, or representatives of the Administrator
duly designated by him, upon presenting appropriate credentials-and a written notice to any supplier of
water or other person subject to

(A)a national primary drinking water regul ztion prescribed under Section 1412 ‘
‘ (B).Im;appucable undergrc_»und 1rgact10n control prdgram, or

(C) any requirement to menitor an unregulated containment pursuant to subsection (z), or person in
charge of any of the property of such supplier or other person referred toin clause (4), (B), or (C‘I is
authorized to enter any establishment, facility, or ¢ther property of such supplier or other persons in
order t¢ determine whether such supplier or other person has acted or 15 acting in compliance with this
title, including for this purpose, inspection af reasonéble fimes, of records, files, papers, processes,
controls, and faciifties, or in order to test any feature of public water system, inctuding its raw water
source. The Administrator or the Comptroller General (or any representative designa ted. by either)
shall have access for the purpose of audit and examination to any records , reports, or infermation of a
grantee which are required to be mamtamea maer SubSF:C':‘:LOZi (a) or Whlch are De‘tmunt t0 any
financial assistance inder this title. : |

=IIlll!lil’llllllllllll!llllllrlII'lIlIllIIIIIHHIIIIIIllIllll!llllllll.lllllllllllllllB

(¢} Whoever fails or refuses 1o comply with any requirement of subsection (&) of this section or to
allow the Administrater, the Compiroller General, or representatives of either, to enter and conduct
any audit or inspection authorized by subsection (b) or this section shall be subject to a civil penalty or
not to exceed §23,000.

IlllIElIIiillII!lllIIlllllIlﬂwll!llllllllIIIII’IIIIIIIIIIIEllﬁlliil-llllﬂﬂ!lll!lillll

* Amendments to EPA's Civil Penalty Poljciés to Implement the 2008 Civil Monetary Penalty Inflation
Adjustment Rule (Effective January 12, 2009)

Violations of the Safe Drinking Water Act and Underground Injection Control regulations are subject
to Administrative Orders which may include penalties of up to $187,500, civil penalties of up to
$37,500 per day of violation and criminal penalties of up to three years imprisonment and fines n
accordance with Title 18 of the United Stztes Code.
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